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tariff. The world sugar price increases by 24 percent on 
average, driven by proposed E.U. sugar reforms. The 
E.U. imports over 4 million metric tons of sugar. Net 
exporting countries, such as Brazil, Australia, Colom-
bia, Argentina, and Cuba, would respond to the high-
er world price with increased sugar production, lower 
sugar consumption, and increased exports. 
Cotton
Cotton prices increase by about 2 percent in world 
markets. Given the modest foreign adjustments in the 
sector, the primary impact is through the reduction 
in domestic supports, which lowers U.S. production 
and exports. After the reduction in U.S. trade, the re-
sulting higher world prices push other exporters to 
ship out more while importers decrease their net de-
mand on world markets. There is an overall reduction 
in world trade. Larger exports out of Africa, Brazil, 
Pakistan, and Central Asia partially offset the lower 
U.S. cotton exports.
U.S. Net Farm Income
The reduction in U.S. target prices and loan rates reduc-
es crop returns to producers. For some crops, this effect 
is more than offset by higher prices. Between 2012/13 
and 2014/15 under this deterministic analysis, average 
returns, including all payments, increase for grains and 
most oilseeds but fall for cotton, peanuts, and sugar. 
Stochastic analysis led by FAPRI economists at the Uni-
versity of Missouri considers a range of possible market 
outcomes and yields slightly different average results. 
Considering a broader range of outcomes leads to cir-
cumstances in which the increase in prices may not be 
adequate to compensate producers for reduced loan 
program benefi ts and countercyclical payments, even 
for grain and oilseeds. ◆
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